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FY08-09: Actuals — Point of Reference

TOTALS | et Pvoreog
Total Net Revenue - . 2.41%
Total Expenses 4.27%
Net Lottery Procee(igl (2.54%)
After-School Proceeds $ lb:;,666,222 6.86%
Total State Proceeds $280.,152.350 (2.09%)
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FY08-09: Actuals — Point of Reference

by Game Group
Revenue Source - Amount -%'Q.hénge:_;: ;s
Instant Games {Net) $768,918,741 6.58%
Cash 3 and Cash 4 $81,704,613 1.09%
Pick 5 & Lotto Plus $37.274.065 20.51%
Powerbalf $126.741,288 A13.22%
HotTrax Champions $792.807 65.48%
Misc. Revenue $5,139,350 ~14.22%
Total Net Revenue $1.020,570,844 241%
: Total Expenses (74.0%]) $755,084,716 4.27%
NET LOTTERY PROCEEDS (26.0%) $265.486.128 Ca254%
. After-School Proceeds _sues6222 | ees%
_ TOTALSTATEPROCEEDS |  §260.152350 | 20w
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FY09-10. Actuals — Point of Reference

TOTALS | e FY08.09
Total Net Revenue 4.31%
Total Expenses 4.43%
Net Lottery Procee(i; . 3.95%
After-School Proceeds $1i893,630 (12.09%)
Total State Proceeds $288.872.177 3.11%
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FY09-10: Actuals — Point of Reference

By Game Group

* Revenue Source  Amount | %Change &
Instant Games {Net) $812,363,241 5.65%
Cash 3 and Cash 4 $82,861,152 142%
Pick 5 and Lotte Plus $21,425442 42.52%
Powerball and MegaMillions $143.829,901 1348%
Misc. Revenue $4.071,350 ~20.78%
Total Net Revenue $1,064,551,086 4.31%
Tatal Expenses (74.1%) $788,572,53% 443%
NET LOTTERY PROCEEDS (25.0%) | - $275.978,547 ~ | = . 3.95% -
" After-School Proceeds - $12893,630 | . 1200%
TOTAL STA?QPRQCEQDS ) 288372 1‘77.: 3“%
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Changes since March 2010

s FY09-10 closed better than expected

© FY09-10 growth mainly due to instant game growth and a slightly
lower expense ratio (expen -percent of revenue)

* Instant game growth was3; 2 ch fo cast = 4.5%)

* The additional 1.2% acc 8.9 million in sales

» Using the net lottery pi'a ecis* rat10::(25 9% ) or FY09-10, generated

approx. $2.3 million more.in proceeds
s Growth driven by succes. o_f gherp oint games
« Total Expenses were 74.1%.of Total Net Revenue (March forecast =

. Eack (). 1% increment accounted for $1,064,551 in expenses

o The 0.3% difference generated approx. $3.2 million more in net
lottery proceeds
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Changes since March 2010

« Net Lottery Proceeds were $275.98 million (March
Jorecast was $270.1 Omzllwn) -
« Higher base for net lottery '

proceeds going into
current fiscal yea L

Pick 5 discontinued first week of October 2010
Tennessee Cash launched first week of October 2010
Only eight weeks of sales data for Tennessee Cash

L]
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Assumptions for FY10-11

*  No new multi-jurisdictional games (i.e. Powerball, Mega
Millions)

< No matrix changes to

* At least one Powerbir
s At least one Mega )
+ No new Tennesse

o Launch of at least o
(typically a $20 ticket.

» No extraordinary changes

+ No legislative changes

« Total Expenses = 74.4% of Total Net Revenue

s Net Lottery Proceeds = 25.6% of Total Net Revenue
FISCAL REVIEW COMMITTEE STAFE

ith a higher payout ratio)
‘the retailer base
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FYI10-11: Revised Median Estimates —

as of December 2010
TOTALS | e Pyo1o
Total Net Revenue = ] 83,, 00,000  1.82%
Total Expenses 2.26%
Net Lottery Proceed 0.54%
After-School Proceeds $1 3,000,000 0.82%
Total State Proceeds $290.478.000 0.56%
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FY10-11: Revised Estimates — December 2010

by Range and Game Group

Revenue Source Lower l Mean -
Instant Games {Net) $832,000,000
Cash 3 and Cash 4 $81,400,000
Pick 5 and Tennessee Cash $16,500,000
Powerball and Mega Millicns $133.000,000
Misc. Revenue $3,800,000

Total Net Revenue

$1.066,700,000

$852,000,000
;8_3—,2{}0,.000
$18.500,000
$143,000,000
$4,200,000

$1,100,900,000

_ Total Expenses {74.4%) $793,625.000 $819,070,000
NETLOTTERY PROCEEDS (25.6%) | $273.075.000 | S277478,000 | $281330.000
" AmerschoolProceeds | $12,000000 | $13,000000 |  $14,000000
. TOTALSTATEPROCEEDS = | $285075000 | $200.478,000 | $205830,000
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New Assumptions for FYI11-12

»  No new multi-jurisdictional games
*  No matrix changes to mult
+ Powerball & Mega Mill
* No new TN-exclusive
« Launch of at least ¢
« At least one Powerb
« At least one Mega M >
« No extraordinary chang
* No legislative changes

* Total Expenses = 74.7% of Total Net Revenue.

* Net Lottery Proceeds = 25.3% of Total Net Revenue

ctional games
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FY11-12: Revised Median Estimates —

as of December 2010
TOTALS | Evions
Total Net Revenue $1 N 98,821 0000 1.38%
Total Expenses 319 1.79%
Net Lottery Proceeds- 3 0.19%
After-School Proceeds $13,000,000 |  0.00%
Total State Proceeds $291.002.000 0.18%
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FYI11-12 Estimates: December 2010

by Range and Game Group

Reveﬁue Source Low  Median |
Instant Games {Net} $850,720,000 |
Cash 3and Cash4 $80,586,000
Tennessee Cash $13,000,000
Powerball and Mega Millions $133.000,000
Misc. Revenue $3.800,000

" Upper .
$871.170,000

$82,368,000

$15,600,000
$143,000.000
$4,200,900

Total Net Revente $1,081,106,000 $1.116,338,000
Total Expenses (74.7%) $807.586,000 | $833,904,000
NET LOTTERY PROCEEDS (25.3%) | $273.520000 | $278.002.000 | $282434,000
© After-School Proceeds - ||  $12000000 | $13.000,000 | $14000,000
* TOTAL STATEPROCEEDS | $285520000 |, $291.002.000 | $206,434,000
FISCAL REVIEW COMl;JIIﬁ!EE STAFF — | 16
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Subsequent Years

o FY12-13, FY13-14, and FY14-15

* Based on TELC mfarmatzon‘-: sales growth for the
lottery mdustry over the last f ur:fiscal years was
‘ _:zczary funding

Tennessee’s four=y S growfh rate was
approximately 3.0%; the ,,{Gur year average growth
rate for net lottery proceeds was approximately 1.0%
(both through end of FY09-10).
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Subsequent Years

« Growth for these out years is very difficult to forecast
due to variable factors such as:
¥ Changes to payout r fzos L

» Structure changes o oz‘her onl'z e gam
¥ Legislative action
> Jackpot cycles _
> Introductions of new: line games
» Discontinued games

» Changes to retailer base

» Changes to budgeted advertising
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Subsequent Years

Due to numerous variable factors, it is prudent
Jfor budgeting purposes to utilize the more

conservative industry averages 10 forecast these
three out years as gpposed t
Tennessee averaj

Total Net Reventie

§1,113,105,673

$1,127,576,047

$1.142,234,535

Total Expenses

~ After School Funding

$833,991,665

$847,345,583

$13,260,000

$13,350,000

$860,883,149

$13,500,000
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Addendum
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Instant Games — Since Inception
January 2004

revenue when new games are launched.

Sales are typlcally higher during the holiday season and the
winter months relative to summer and early fall months.

nstant games encounter seasonality effects and incremental

Sales since Inception have averaged
$14,860,131 per week; sales over the
last 8 weeks have averaged
$17,268,626 per week

Nu
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Cash 3 — Since Lucky Sum Component

Game changed in December 2008

4 Linear trend since 12/2008 2008 |s~q
slightly downward; average sales 8
since 12/2008 is $1,162,334 per [
week: average sales over last 8 B

weaks ts $1,003,246, 5
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Cash 4 — Since Lucky Sum Component
Game changed in December 2008

Linear trend since December
2008 is slightly downward; |

avg. sales since 12/2008is |
$488,721 per week; avg. sales
for last 8 weeks is $478,281. |

24
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Powerball — FY09-10

Five jackpot cycles greater Mega Miilllons
than $180,000.000 during Introduced
t
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Powerball - FY10-11-YTD

Highest Jackpot Cycle
YTD is $118,200,000

-+ Jackpot [
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Mega Millions — Since Inception
February 2010

T e
Kililion [ Begin FYio-1
Jackpot ) T

|
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Tennessee Cash — Since Inception
Only 8 weeks of data

-+ Jackpot
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Historical Breakdown of Revenue

'_'.F@u%‘ S 3 _ K__:f::\fs)?_m FY08.09 FYD4.16
ot Revenie |: $787.097.704 | §933.430.051 | $691024,026 | 4996,573.53 | $1.020.570.844 | §1,064.551,066
Piize Expense | $456,946,205 | $545.656,187 | $597,230,032 | $602,283577 | $633.527,849 | $664.041,523

“E”e'aﬁ“g $I5610877 | $15,530,559 | $14,526,653 | $14620.429 | $15595,907 | 15139580
Hpense
Retailer . - B
_ netaile $54.878.104 | $64.949.927 | $69.159074 | 960568156 | ST1LO32.366 | $74.331,113
Commissions
Vendor Fees | $16510,578 | $19.406,357 | $26971.168 | 321352154 | $21.995,447 | $22,638,263
Advertising | $14673.792 | §14,110,779 | 313019185 | 19680873 | $10482,816 | §9.377.574
Othes 52960936 | $3,972967 | $4,152523 | B4GRIT6 | 92645350 | §3,044,385
Total Expenses | $560,574,492 .| - $663.576,776 -| 4719055535 | $724,157.969 | $755084,716 | $768.572579
";’Oi‘:::? $227 423,292 | S269862,275 | 271,963,491 | $272,495.567 | $265,486,128 | $275.978,547
AfterSchool | $6,872556 | $7.392700 | $10,4353%4 | V13724640 | $14666.222 | $12,801630
Total Proceeds | $234,295.768 | $277.254.975 | 1282404885 | 286,140,207 | $200,152.350 | §268.872.177
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Historical Breakdown of Revenue

& Prize Expense

B Dperating Expense

3 Retaller Copunissions

[1Vendor Fees @ Advertising g Other Expenses
f Net Lottery Proceeds & After School
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Expenses and Net Lottery Proceeds as a

Percent of Total Net Revenue
: FY03.04 | FY0405 | FYO5.06 | FYOG07 | FYOT-08 | FY0849 | FY09.10.

 PrigsExpenss | 552% | 578% | 585% | 603% | 604% | 621% | 624%

| RetallerCommissions | 7.4% | 70% | T0% | 70% | T0% | 70% | 70%

7 Vendor Fees 23% | 21% | 21% | 24% | 24% | 22% | 24%

Cndvettising. | 13% | 18% | 15% | 13% | 12% | 10% | 09%

Other Gaming Expenses | 0.4% | 04% | 04% | 04% | 08% | 03% | 03%

OperatingExpenses | 25% | 20% | 17% | 15% | 15% | 15% | 14%

NetLoftery Proceeds | 314% | 289% | 289% | 274% | 27.3% | 260% | 259%

. Total NetRevenue | 100.0% | 1000% | 1000% | 1000% | 1000% | 1000% | 100.0%
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Actual Revenue Breakdown: FY09-10

E B Advertising @ Cther Expenses F2 Net Lottery Proceeds
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